Alﬁt"érnal Revenue S.rvice Department of the Treasury

Person to Contact:

Telephon2 HWumber:
|

Refer Reply to!
I

cin:

Date:

Dear Sir or Madau:

We have considered your upplication for exemption frou Federal
income tax as an organizetion described in cection 501(c)(h) of
the Internal Revenue Code of 1986,

The information submirted disclosee that ycu were incorporated
under the nonprofit corporatrion laws of the State of NI o
I .

You were formed for the purpose of unitring the manufacturers,
distributors, wholesalers, retailers and other relatced
organixations within the computer industry in the [N
I srea. You gtate that all activities you sponsor or
provide are directed towards improving the business conditions of
your members and providing them with an econnmy and convenience in
conducting their individual buginesses.

You state that [ percent of your time and revenue will be
devoted to research of and recommendations on special group rates
for service prograns for your members, These service programs
include group health insvrence, dental ingurance, domestic and
international diascounted long digtance cslls, check guarantee, bad
check collection, and discounted airline vizx>ts, Tou receive a
commiseion based on & percentage of rercipts from your members’
usage of these services. These progiams are provided to enable
your aemhers to secure them more cheaply than if they had to ;
gecure them on ar individual basis,

Section 501(c) of the Code describes c2rtain organizations
exenpt from income tax under gsection 501(a) and reads, in part, as
foliows:

"(6) Business leagues, chambers of coame:ce, 1
real-e¢atate boards, boards of trade, or professional |
foothball leagues (whether or not administering a pension
fund for football players), not organized for profit and \
no part of the net easrninge of whi¢ch inures to the w
benefit of any private shareholder or individual."




Section 1,501(c)(6)~-1 of the Federal Income Tax Regulations
provides that a business league is an assocliation of persons
having some common business interest, the purpose of which is to
promote such comxmon interest and not to engage in a regular
business of a kind ordinarily carried on for profit, It is an
organiration of the seze general class as & chamber of commerce or
board of trade. Thus its activities should be directed to the
improvement of busine#s conditlinng of one or more lineo of

business as distinguished from the perlormance of particular
fervices for individual persons.

Revenue Ruling 74-61, 1974-1 C,B. 135, holdso that an
organization whose principal activity is to provide its meubers
with group workmen's compensation ingurance relievee the membars
of obtaining the insurance on an individual basis, resulting in a
convenience in the conduct of cthedr businesces, The organization
ig rendering particular services for individual persons and is not
entitled to exemption under section 501(ec)(6) of the Code.

Revenue Ruling 66-338, 1936-2 C.B, 226, h.lds, in part, that
an orgsnization whese principal activities include the gsecuring of
supplies, equipment, and services more cheaply for its members is
performing particular services for individual persons, as
distinguished frop activities aimed at the improvement of business
conditions in their trade a8s a whole, and does not qualify for
examption undar asection 501(c)(6) of the Code.

The information you submitted demonsmtrat2s that your primary
activity 1is the securing of specisl group rates on service
programs for your members, which constitutee the performance cf
particular services. Your activities are not directed to
improving one oy more lin-s of business,

Therefore, we have c.ncluded that you do not quelify for
exenption from Federal income tax as an organization described inm
section 501(c)(6) of the Code.

Accordingly, you are required to {ile income tax returns
annually with your District Director,

Contributions mede to you are not deductible anm charitable
contributions as defined in section 170(c) of the Code.

If you are in agreement with this proposed determination, we
request that you sign and return the encloced agreement Form €018,
Consent to Propcsed Adverse Action, Please note the instructions
for signing on the reverse ride of this form.



If you are not in agreement with this proposed determination,
we recommend that you request a hearing with our office of
Regional Director of Appeals. Your request for a hearing should
include a written appeal giving the facts, law, and any other
information to support your poaition as explained in the enclosed
Publication 892, You will then be contacted to arrsnge a date for
@ hearing. The hearing may be held at the office of Regional
Director of Appeals or, if you request, at a nutually convenient

istrict Office., A self-addressed 2anvelope ig enclosed,

If we do not hear from you within 30 days from the date of
this letter, and you do not protest thia proposed determination in
a timely manner, it will become our final determinarion in thig
mnatter.

Sincerely yaura,

DigtrictPirector

Enclosures!
Publication 892
Form 6018
Self~«addressed envelope



